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Washington, D. C.
April 26, 1949

Mr. Walter S. Hallanan, Chairman
National Petrgleum Council

Suite 601 -~ 1625 K Street, N. W.
Washington, D. C.

Dear Mr. Hallanan:

Transmitted herewith 1s the report &f your Committee on
Petroleum Industry Steel Requirements prepared in response
to your letter of December 14, 1948.

This report reviews the accomplishments and steel require-
ments of the petroleum industry and contains the result of
the Committeel's study of the problems of shortages, ex-
pertation and maldistribution of steel materials insefar
as they relate to petrvleum.

Inasmuch as the steel supply situation has improved greatly
as shewn in this report, and the outlook is for continued
improvement, it is believed that this report fulfills the
responsibility of the Cemmittee and I would like to sug-

gest that the Committee be discharged subject to the ap-
proval of this report by the Council.

Very truly yours,
/8/ R. B. Brown

Russell B. Brown

Enel.
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REPORT
OF THE
COMMITTEE ON PETROLEUM INDUSTRY STEEL REGUIREMENTS
OF TEE
NATIONAL PETROLEUM COUNCIL
APRIL 19L9

Introduction

This Committee was appointed in January 1948 as a means of furnishing to
the 0il and Gas Division of the Interior Department, on a continuing basis for the
period provided for voluntary programs in Public Law 395, full information and
advice with respect to quantities and kinds of steel necded by the American petroe
leum industry in the United States and abroad. At that time, the Director of the
0il and Gas Division specified that whaf was desired ﬁas "the amount of steel . . .
to enable the petroleum industry to ease inflationary pressures by bringing the
supply of petroleum products into balance with prospective demand as soon as poss-
ible.” In response to that request, the Committee submitted a detailed estimate
of steel requirements on March 156, 1948,

On December 1L, 1948 the assignment of the Committee was enlarged to study
"the problems of shortages, exportation and maldistribution of steel materials
insofar as they relate to petroleum and to report thereon with such recommendations
as to the Council may seem appropriate.t

This report reviews the accomplishments and steel requirements of\the
petroleum industry in the light of the original January 19L8 assignment. It also
corntains the result of the Committee!s study of the-assignment as enlarged in
December 1948 to cover shortages, exportation and maldistribution.

1948 Accomplishments

The oil supply problems that confronted the industry early in 1948 and gave

rise to this Committee's work, have been completely overcome during 1948. In short,
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the original goal of "bringing petroleum supply and demand into balarnce" has been
reached,

A year ago, the Oil and Gas Division set a target of 6,250,000 barrels
daily as the estimated 1948 United“States demand for petroleum, including exports,
that should be met to rglieve inflationary pressures. Actual demand in 1948 aver-
aged 6,129,000vbarrels or 2 percent below this férecast. The petroleun industry
met this demand in full. The actual supply averaged 6,420,000 barrels daily or
4.7 percent above demand and working inventories during the year, were increased
by 106.5 million barrels of crude oil and refined products. As a result, industry
operations have been reduced in the early part of 19L9.

To accomplish these results, the industry set new activity records in
expanding activities and facilities. A total of 38,803 wells were completed in the
United States during 1948, or an increase of 17 percent over the prev1ous year's
completions. Domestic production of crude oil and natural gas liquids gveraged
5,907,000 barrels daily or more than 8 percent above the 1947 output. Over L
billion barrels were added to estimated‘proved 0il reserves dwring the past year -
almost twice the volume consumed. Transportation facilities of all kinds were
greatly expanded and no longer constitute the bottleneck they did during the
194h7-L8 winter. Refining capacity was enlarged by over 300,000 barrels daily and
is now sufficient to handle the necessary volume without exceeding efficient opera-
ting rates. Marketing facilities are adequate. Natural gas distribution systems
have been greatly enlarged and will be expanded still further in 1949 to meet the
growing demand for this product as a source of energy. foreign activities have been
increased to the extent that the tight supply situvation in foreign, as well as dom-
estic, markets has been eliminated.

These accomplishments, within the short span of one year, are evidence of

the petroleum industry's ability to make effective use of the materials needed in
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its operations. In order ﬁo carry out its record volume of operations in 1918 in
éupplying 77 percent more oil than in the prewar period 1936~39, the industry re-
guired and actually received record supplies of new materialsvand equipment during
the past year. | |

Summary of 1949 Steel Requirements

The Committee has reviewed the estimates of steel requirements as pree
sented in its March 1948 report. These requirements covered the firstvthree quar-
ters of 1949 or the period from Janvary lst through September 30th of this year.
As a guide to the Committee's review, the 0il and Gas Division of the Interior
Department on. February 10, 1949 furnished revised estimates of petroleum demands.
These estimates are as follows:

Total United States Petroleum Demand

(including exports)
BEstimate for March Revised esti-

1948 Report mate for this
N : report
(1000 B/D) (1000 B/D)
Year 1949 6,550 6,471
Year 1950 6,800 6,770

Giving consideration to the best information on the prohable activities
of the industry in 1949 and to the fact that total oil supplies in December 1948
were approximately equal to the above estimated petroleum demand for 1950, it appears
that the ihdustry’s program of operations for 1949, upon which the revised estimates
of steel requirements are based, will be entirely adequate to meet the above pre-
dicted oil demands if they mate;ialize.

The 1949 estimated steel requirements in each branch of the petroleum
industry are'analyzed in later sections of this report. No detailed revision of
the estimates shown in the March 1918 report has been made, but the industry's steel
needs have been carefully reviewed for any significant changes in requirements’and

the general effect of such changes,
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Exclusive of the related needs for tankers, barges, tank cafs, truck
tanks, farm and home storage and containers when comparing anticipated l9h9 industry
activiﬁies with those of last year, it is estimated that total steel requirements
on an overall basis will be approximately the same as the amount actually received
in 1948, This results from decreased needs, as compared with actual receipts
during 1948, for domestic refining and domestic crude and product pipelines oftset
by increases over 1948 receipts for natural gasoline and pressure maintenance plants
and for natural gas transmission lines. Domestic producing operations, domestic
marketing plant facilitieé and total American-owned foreign operations are expected
to require approximately the same amount of steel as actually received in 19&8 alw
though foreign producing operations will be somewhat lower than in 1948 with some~
what reduced steel needs.

On the same overall basis, the total of the revised 1949 requirements are
about 22 percent less than was originally estimated in the March 1948 report for the
year 1949, This reduction from the original estimates is due to decreased require-
ments for domestic refining, domestic crude and product pipe lines and foreign
production activities offset in part by increased needs for naturél gasoline and
pressure maintenance plants. Domestic producing operations, domestic marketing
plant facilities and natural gas transmission lines are expected to regquire approx-
imately the same amount of steel as the 1949 estimate shown in the Committee's
March 1948 report.

Steel Supply, Distribution and Exportation

In accordance with its enlarged assigrnment, the Committee has studied the
matter of shortages of steel materials, the probable supply of these materials, the
possibility of difficulties in the distribution, and the question of exportation of

these materials.
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During 19L8, shortages of certain steel products particularly tubular
goods and plate caused serious difficulties in distribution and imposed a burden’
on many petroleum operators. In general, the steel supply situation improvéd
steadily during the past year and particularly during recent months, Whereas the
industry was hard-pressed to obtain sufficient steel materials in almost every
phase of iﬁs operations during 1947 and most of 1948, it can now obtain them with-
out serious delay in most cases. This does not méan that every steel item is
immediately available to fill every orderAbut rather that the industry's needs on
an overall basis are generally being met. Although the overall steel situation
appears in balance for 1949, there are still individual cases where operators aré
not yét able to obtain their full requirements through normal commercial channels
and still find it necessary to obtain materials through conversion and other arrapge-
ments. The tfends of steel supply and the revised estimates of petroleum industry
needs indicate that these individual hardship cases should diminish and may be
eliminated entirely in the reasonably near future. In the meantime, the Committee
recommends that each operator and company in the petroleum industry, individuall&
and voluntarily, should make every effort to assist distress cases involving immed-
iate and urgent needs for materials and equipment.

With regard to the question of materials, the Council has stated its
position in the report "A National Oil Policy for the United States" which was
adopted subsequent to the assignment of this Committee to study the problems of
shortages, exportationvand maldistribution, Pertinent extracts from this ?olicy
statement are as follows:

"To be effective, a national oil policy should have the

following objectives: « + « » « « (3) It should maintain condi-
tions, within the free enterprise system, most likely to assure
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adequatbe supplies of essential materials equitably available
to all units in the industry in both peace and war."

EREEEREERX X

"The following general principles are fundamental to a
sound national oil policy: (1) The national security and
fwelfare‘require a healthy domestic oil industry.

- "Continuing supply to meet our national oil needs de-
pends primarily on availability from domestic sources. Due
consideration should be given to the development of foreign
0il resources, but the paramount objective should be to main-
tain conditions best suvited to a healthy domestic industry
which is essential to national security and welfare. To this
end, adeguate and equitable availability of essential materials
is a fundamental reguisite." '
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In the light of this policy and in view of the outlook for steel supplies
and requirements for the petroleun industry, the Committee believes tﬁat there iz
no need for additional voluntary agreements for the allocation of steel materials
to the petroleum industry and that the exportation of steel to American companies
for their own use 1s an industry problem for which government export controls do
not provide a proper solutiono

Further comments on steel supply and distribution in the various branches
of ﬁhe petpoleum industry appear in later sections of this report.

DOMESTIC PRODUCTION - CRUDE PETROLEUM

Drilling operations in the United States are estimated to continue at
approximately the same level during 1949 as in 1948 in the search for and develop-
ment of the new crude oil reserves needed to offset the continuously declining pro-
dﬁctive capacities of older wells and fields and thus to maintain sufficient pro-
ductive capacity to meet the expected demands for crude oil, During 1948, nearly
135 million feet of hole and 36,803 wells averaged 3,L70 feet in depth were Arilled

in the United States. During 19L9, about 134 million feet of new well footage should
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be drilled. At an expected average depth of 3,525 feet, the new wells to be drilled
in 1949 should number about 38,100, which is about 700 less than in 1948, as shown

in the following tabulation:

Year New Well Footage Drilled New Wells Completed Average Depth
- (million feet) ( feet)
1946 101,1 30,230 3,345
1947 112.8 33,147 3,40k
1948 : 13hL.7 38,803 3,&70
1949 (Estimated 134 38,100 35525
st Q. - 8,100
2nd. Qo 9,600
3rd Q. 1 . 10,700
Lth Qe 9,700

The above forecast of 1949 operations was determined by applying several
alternative methods of calculation and checking the results against the best infor-
mation available on the industry's planned activities for thebcoming year. It is
believed that this level of activity will result in sufficient availability to meet

foreseeable oil requirements during 19L9.

1949 Steél Requirements

| The estimated steel requirements for oil and gaSAdrilling development,
and production operations necessary during 1949 in order to provide the afore-
mentioned production are presented in Appendix Table A by quarters during the year
and by mill steel products. Oil country tubular goods requirements are 1,501,000
tons for the year, line pipe 390,100 tons; and all other éteel products 829,665
tons, totaling in all 2,720,765 tons of mill steel for the year - the same total
1949 tonnage as was estimated in the March 1948 Report.

Referring to Appendix Table B, it is indicated that the domestic petro-

leun industry received delivery of 1,515,000 tons of oil country tubular goods durin,

1948 with which it drilled 13k,700,000 feet of hole for an average expenditure of
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11.2 tons of oil country tubular goods per 1,000 feet of new holes drilled. As
shown in this Table, current estimates from the U, S. Department of Commerce indi-
cate that there may be as much as about 1,700,000 tons of oil country tubular goods,
after exports, available to the domestic petroleum industry for drilling during
19L%. This amounts to 12.7 tons per 1,000 feet of new drilling footage forecast
for 1949 as compared with an actual need of about 11.2 tons per 1,000 feet drilled.
It is likely that the figures shown in Appendix Table B on production of oil country
tubular good$ for the years 1948 and 1949 include conversion pipe to the extent of
possibly 160,000 tons in each year, However, it is to be noted that even without
the estimated 160,000 tons of conversion pipe there apparently will be available to
the domestic industry l,ShBQOOO tons of conventionally manufagtured oil country |
tubular goods during 19L9, barring work stoppages as compared with an anticipated
overall need of l,SOl,OOO tons.

Supply and Distribution

While there'now seeﬁs to be evidence that the supply of oil eountry
tubular goods is catching up with the demand, the same cannot be said of the antici-
'pated supply of line pipe, despite the fact that the line pipe supply also has
increased greatly during recent years. The heavy demand for line pipe arises, of
course, out of the unprecedented construction of pipe lines, principally for hand-
ling and transporting natural gas. As far as the drilling program is concerned,
however, it now appears that there will soon be an adequate supply of pipe for the
anticipated and desired volume of operations. Local and temporary shortages may
occur at times in areas of rapidlj increasing or heavy new drilling activity until
facilities to serve such conditions properly are established,

The entire materials and equipment supply problem has shown marked -
improvement since early last year. Moreover, it appears that if the steel industry
is not beset by serious labor difficulties and work stoppage, there will be a further

increase in the prodﬁction of pipe to the extent that the supply of conventionally
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manufactured oil country tubular goods available in 19h9 will be sufficient to meet
overall anticipated requirements for oil country tubular goods. This apparently
will not be true of line pipe, despite anticipated further substantial increased
production, because of the heavy demands for the building of pipe lines. However,
the overall situation has improved to the extent that local and temporary materials
shortages for driiling, development and production purposes can probably now be
alleviated locally and withoﬁt great delay under normal dezling and buying between
suppliers and operators., Therefore, it is recommended that the National Petroleum
Council should adopt é resolution urging that each operator and supplier, individe
ually and voluntarily, should exert every effort to assist distress cases where
materials and eqpipment supplies may be needed immediately under emergency condi-
tions., |

DOMESTIC PRODUCTION - NATURAL GASOLINE AND
FRESSULE MATNTENANCE PROJECTS

According to the best available information, the following natural gaso-
line and pressure maintenance projects were in various stages of completion at the

beginning of 19L9:

State No, of Projects
Arkansas i
California : 12
Towa ki
Kansas 3
Louisiana Q
Mississippi 1
Wyoming 2
New Mexico L
Oklahoma 12
Texas ' 29

Total 147

Of this total, 2l plants had received substantially all of their steel
requirements in 1948 for completion during the early part of 1949. Fifty-two plants

are sufficiently far advanced to require the remainder of their steel in the first
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quarter of 1949. We have estimated that 30 plants will require steel during the
second quarter, 25 during the third guarter, and 16 during the last quarter of 1919.

1949 Steel Requirements

| Using the tonnage requiremeﬁts on the 62 projects covered by question-
naires last year and assuming the same proportinate steel requirements, the 19L9
steel requirements have been calculated and are shown in Appendix Table C. Com-
paring these requirementa with those shown in the March 1948 report, there is an
indicated increase in the need for steel amounting to about 180 percent on an annual
basis. This increase is;, of course, due to the substantially increased number of
plants scheduled. Ninety-nine plants are being constructed in Texas alone and all
indications are that these are largely for conservation purposes, instigated by
the Railroad Commission of Texas to eliminate the flaring of casinghead gas. All
reports of projects under construction have been carefully checked to avoid duplica-
tion, |

Supply and Distribution

‘As stated in the section of this report "Domestic Production - Crude
Petroleum", the materials and equipment supply problem has greatly improved since
last year. Even with the above increases in the number of projects, it now appears
that tne steel needs will be met without critical shortages and subject to the
probability of continuing difficulty in meeting promptly all line pipe requirements.

LOMESTIC TRANSPORTATION

The following section of this report covers the five principal media of
petroleum transportation, namely: pipelines, tankers, barges, tank cars, and tank
trucks,

In March 19L8 a detailed survey was made of crude 0il and product pipe

line companies'! steel requirements for the period April 1, 1948 to September 30,
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1949, A1l of the planned pipe line construction for the period April 1, 1948 to
date has been carried out.

The Line Pipe situation has improved markedly in recent months., Deliveries
have bezen advanced at least a full guarter with the result that many lines are now
being laid shead of schedule. In addition, there have been recent substantisl
cancellations of both line pipe and tankage steel on order for delivery later this
year. It appears, therefore, that the requirements for delivery during 1949 will
be less than half of the quantity originally estimated for 1949 in the Coumittee's
report of March, 19L48. Furthermore, the Committee is advised that all petroleum
pipe 1ines now scheduled for construction during 1949 have an assured supply of
sufficient steel to complete the scheduled wofk.

Tankers

In the March 1948 report it was estimated that 371,000 short tons of steel
other than for machinery would be required for tankef construction and repairs in
the United States, and 377,000 short tons in foreign yards during the period April
1, 1948 / September 30, 1949, an aggregate of ThB,000 short tons. As pointed out
at thet time, the estimate did not take into considefation steel which would be
required if further tanker construction was undertaken. Zo provide for this, it
was suggested that 150,000 short tons of additional steel be included, thus in-
creasing the total requirements to an estimated 898,000 short tons; 521,000 re-
quired for the United States and 377,000 for foreign yards.

These requirements were based upon the world-wide tanker construction
program as foreseen at that time which indicated the probable completion of the
equivalent of 87 T-2s between April 1, 19LB and September 30, 19L9, allowing for
5,155 short tons of steel per vessel for plates (including YODER shapes formed of
plating) shapes, bar-stock and pipes, 150,000 short tons for possible additional

contracts as indicated above and an estimated of 300,000 short tons for stecl
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requirements in connection with tanker repairs.
Actual deliveries of tankers since April 1, 1948 amounted to 38 T-2
eguivalents,

It is estimated that during 1949 tanker deliveries of the equivalent of

. 106 T-Ps, both here and abroad, will be made, On the assumption that three-quarters

of those eastimated for delivery this year will bevcompleted‘bj Septéﬁber_30, there
is now an indicated total of 118 Ts2‘equivalents which will'héve been built during
the 18 months'period eﬁding September 30, of this year. |

On the basis of ihese latest estimates, the steel feqﬁireﬁents as set
forth in the March 1948 repoft showld be revised as follows: o

United States Foreign Total

For Tanker Constr. ' 258,000 . - 350,000 508:000
For Tanker Repairs 175,000 125,000 300,000
- 133,000 ~ L75,000  $08,000

To the best of our knowledge the steel used for“tankér éonstruction in
Europe up to the present time has come from sources other thén the Unifed States,
A voluntary allocéiion ﬁlan to supply steel for tankers is now in effect.
Information from shipbuilders and tﬁe Shipbuilding Council of,Amefica iﬁdicates
that this voluntary-plan:is favored as a means of meeting the steel supply problems
in connection with tankers. |
Barges

Based upon figures submitted by the American Wa%erways Operators Associa-

"tion, the Committee originally estimated the requirements of steel for petroleum

barges at approximately 58,000 tons per quarter. Figures which have been submitted

to the Office of Defense Transportation by barge manufacturers sinceAthat!time,

- however, indicate that deliveries during 1948 were only about 15,000 tons per

quarter. There has been a marked siackening in the demand for petroleum barges as
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well as dry cargo barges with the result that the Commerce Department has raduced
the total allocation from 25,000 tons a month to 11,202 tons for the month of June.
There is no provision at the present time for an allocation beyond that time and
there is a strong possibility that the allocation program will be discontimied
entirely after June. Bafge manufacturers now have on hand firm orders for conly 12
petroleum barges during the month of June which it is estimated will require ghout
;000 tons of steel., Based on this figure, the Committee estimates that the total
requirements for sﬁeel for petroleum barges will be approximately 12,000 tons per

quarter-during 1949«
Tank Cars

According to information supplied to us by the Office of Defense
Transportation, tank cars were delivered at the rate of 570 per month during 19L48.
Deliveries for the first six months averaged 566 per month and during the second
6 months they averaged 585 per month. Deliveries for the first 3 months of 1949
were as follows:

January - 591: February - L70; March - 552; As of April

1, 1949, car manufacturers had on their books, orders for

h,79l cars (less than 10 months requirements at current rates

of production).

It is estimated that pfoduction Will continue to decline and the average for the
year 1949 will be less than the average in 19L8. It is the opinion of the

Committee that a voluntary allocation program for tank cars is no longer necessary.
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In the Committee's previous report, it was estimated that tank trucks
(2,000 gallon or more capacity) would be delivered at the rate of approximately
7LO units per quarter during the last three quarters of 19L8 and the first three
quarters of 1949. liore recent figures indicate that a total of 3,550 units were
delivered during the year 1948 -- or at the rate of 888 per quarter. Indications
are that deliveries during 1949 will be at a clightly lesser rate and it is estimated
by the Committee that they will be delivered at the rate of 700 per quarter. There
appear to be no difficulties of supply in this field and buyers report that they
are having no difficulty obtaining their requirements through the regular commercial
channels.

DOMESTIC REFINING

To show the domestic petroleum refining industry's 19L8 accomplishments,
the following are given relative to refinery running, crude refining capacities and
refined oil stocks:

Crude Runs to Refineries

{a) 1947 - Actual 5,074,000 barrels daily
(b) 198 ~ Estimated 5,105,000 i “
(c) 1948 =~ Actual 5,548,000  ® n

Refining Capacities: #

(a) 19L7 =~ as of 12-31-47 6,034,000 " "

{b) 1948 - as of 12-31-L8 6,3L6,500 © y

# From Report of N.P.C. Committee on Petroleun Refining Capacity,
Jan., 13, 1949. It should be noted that whereas in the iarch
1948 report the crude refining capacity as of 12-31-47 was shown
as 5,815,000 barrels daily, the figure of 6,03L,000 barrels
daily is now shovn as the crude refining capacity as of 12-31-47.
The latter figure results from a survey made later in 1948 by,
and as reported by, the N.P.C. Committee on Petroleum Refining
Capacity dated Jamuary 13, 1949. In this report, the figures
have been reoriented to accord with the latter base.




(1)
(2)
(3)

(L)

(5)

Page 15

Stocks of Refined Products: (1,000 barrels)

12-31-L7 12-31-L8 Increase

Gasoline 92,302 10k,063 11,760
Kerosene 17,722 2l,373 6,651
Dist. Fuel 51,081 77,151 26,070
Resid, Fuel 52,816 86,705 33,889
A1l Other 61,9L9 68,000 6,051
Total 275,871 360,292 8h,kL21

Summarizing the above:

During 1948, the Domestic Petroleum Refining Industry:

Ran to Stills 5,545,000 barrels daily

Against estimated requirements of: 5,L45,000 barrels daily
Runs increased 2 percent over estimated requirements
and 9.3% over 1947.

The crude refining capacity increased 312,900 barrels
daily during 1948, against an estimated - increase of
300,500 barrels daily..

As a result of the high runs to stills, inventories of
refined products increased, during 1948: 8L,L21,000
barrels, an incresse of 30.5 percent over stocks as of
December 31, 19L7. The stocks of distillate and re-
sidual fuels, which were so critically short in supply
in certain areas during the winter of 1947-L8,. increas-
ed 59,979,000 barrels during 1948, an increase of 57.8
percent over stocks as of 12-31-47.

The estimated mill steel requirements for the domestic refining industry

as reported ir liarch 19L8 amounted to ¥09,100 %ons on an annual basis,

No survey

has been made as to actual mill steel received during 1948 by the refining division

of the industyy.

It is apparent, nowever, that sufficient steel has been received

for plant maintenance, other plant renuirements, and the completion of more addition-

al refining capacity than was contemplated in Jamuary, 19L8.. it is concluded, .

therefore, that the domestic refining industry wore than mel the task set out for

it, both as to crude run to stills and in additions to plant capacity. To do this

the indvstry must have received steel in sufficient quantities, and vhatever indi-

vidual delays or shortages may have appeared at times, were not critical to the

industry as & whole. .
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1949 Steel Requirements

As shown above, the industry developed more refining capacity during 1S4L8
than was contemplated at the beginning of the year. A recent survey, as reported
Januvary 13, 1949 by the Council’s Committee on Petroleum Hefining Capacity, indie
cates that the amount of additional refining capacity toc be completed during 1949
will be somewhat less than was contemplated for 1949 when the steel estimates were
made iﬁ January 1948,

The new estimated refinery runs and refinery capacities for 1949 and 195G

re as followss

1949 1250
(thousands barrels daily)

(a) Estimated refinery runs 5,656 5,910

(b) Zstimated refinery capacity, .
required at 90% operating ratio 6,284 H,567

(c) Estimated refining capacity,
which will be available 6,L58 6,61l

(d) Estimated refining capacity,
required at end of period 6,382 6,672

{e) Estimated refining capacity, o
completed at end of period 6,569 = . 6,672

(£) Lstimated additional refining
capacity placed in operation
during year {(Refining capacity
ag of 12-31-L8, 6,346,900) 222.5 *

*.J
s

¥# From Jan., 13, 1945 report of N.P.C. Committee on
Petroleum Hefining Capacity.

Iﬁ will be noted that the esﬁimaﬁed refinery runs for 1949 are 2.0 per-
cent above 1948 actual and fractionally less than the estimate for 1949 showm in
the iarch 1548 report of this Committee.

Hefining capacity is estimated to be more than uample Lo run presenily

estimated 1949 crude at 90 percent operating ratic.
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A sampling survey of 1949 estlmeted steel requirements was made covering
a wide range of the domestic petroleum re;lnlng industry from ccast to coast for
the purpose of determining if anj signifieant change in estimated steel requirements
had developed since iast year's estimates were prepared. |

iny’total toﬁS'of steel fequirements were sought. The results of the
sample survey and the use of experience facters‘applied to revised 1949-1950
estimated petroleum‘&emends end estimated refining construcﬁion, indicate the
following amounts}ef:steel requirements for 19L9 iﬁlcomparison-with those estimated

for 3 quarters of 1949 in the March 1948 Keport:

March 1948 Percent Percent
19h9 Estimate Estimate Change
= N CON o
1st Quarter | 2&9,606> 187,540 - 25%
2nd Quarter 255,76k 186,500 - 27%
3rd Quarter 184,463 164,730 ~ 11%
Lth Quarter No Estimate 3 148,730

Total for Year %  } 687,500 - 2L%

% Based on an average of the six guarter estimate
" of Jan. 1948, a twelve month total would be
909 , 100 tons.,
~ These reductlons, in general, appEy proportlonately to each of the steel

_ products shown in the Marcn l9h8 report.

Supply and Distribution

- The original purpose of the N.P.C. Committee on Petrovleum industry Steel
Requirements assignment waé»ﬁq estimate fhe steel eeeded ;;‘"to enable the petro-
leum industry to ease infletienery pressufes‘by bringieg the supply of petroleum
products into balance w1+h prospect1Ve demand as soon as p0531b1e -="  For the
domestic refining 1ndustry this purpose has been accom011shed for 1948 and will be

attained in 1949 on the basis of present 1na1cateu petroleum aemands, refinery
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capacity, steel requirements, and steel availability,

To the general quéstion as to total supply of steel materials being re-
ceived by the domestic refining indusiry, an accurate answer to the abové could
only be made after canvassing the whole industry. However; judging by the marked
success experienced by domestic refineries during 19L8 in meeting demznds for pPr o=
ducts in excess of those contemplated at the time of the March 1948 report on steel
requirements, and the large increase in stocks of petroleum products and, further,
since crude refining capacity was increased in greater extent than contemplated
during 1948, the conclusion that mill steel supplies received by the refining ine
duétry were adequate for plant maintenance, repéirs and expansion appears Justified.
A survey of part of the industry representative of both large and small units and
from coast to coast substantiates the above conclusion.

Published information indicates increased supplies of steel for 1949. The
contemplated program of refinery expansion is somewhat less than for 1948, and it
is therefore probable that steel supplies should be adequate for refinery purposes
during 1949, barring unforeseen contingencies.

There are no known items of equipment of materisls which, insofar as per-
tains to the domestic refining industry, present critical problems of distribution.

DOMESTIC MARKETING

The improvement in the supply of steel products for the mérketing phase
of the industry during the past year has been very encouraging.

In merketing, generally, no serious delays are being experienced in the
delivery of any of the steel products required with the exception of pipe, plate
for terminal tankage, and those steel products required by the L.P.G., Division of

the Industry.

Insofar as pipe is concerned few installations are held up for lack of it.

Within recent months a number of offers of pipe at mill prices have been made to
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some users and it is believed that this item may soon be deleied from the list of
critically short items affecting marketers. Heavy plate for tefmihal ténkage re-
mains slow; however this type of construction is not fast}moving at beét, andvreu
quirementsvfor faéilities of this type do not develop so rapidly that advance
planning cannot provide the required tankage.

The shortages of steel for the L.P.G. Diviéibn are, to a considerable
degree, the kinds of shortages that are inherent.in a young industry'growing by
leaps and bounds. - |

The great progress has been made during the last twelve months in the
marketing phase is evidenced by the .fact that many items such as underground tanks,
bulk plant tanks, pumping units, and bulk plant and service statién equipment have
either become immediately available or can be procured with much 1ess delay than
was the case one year ago.

1949 Steel Requirements

The estimates of steel required for marketing as shown in the larch 19,8
report were most conservative. They were confined to essential replacemehts in
all caﬁegories'and essential replacements and extensions in a few items;. The need
for steel for these purposes is continuing in nature and, accordingly, does not
require freQuent revision,. | |

In géneral, therefore, the requirements set out in the March 1948 report
remain'uhchanged’as essential minimum needs. ‘It is believed that the industry
actually received in 1948 approximately the same total quantity shown in last year's
report as required.

Supply ‘and Distribution

As indicated above, there are no critical problems of steel supply in
the domestic marketing industry and therefore no critical distribution difficulties

in connection with these materials.
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}NATURAL GAS TRANSMISSION

In the eétimate of March 1948, it was shown that the natural gas industry
would require 2,088,000.£ons of liné pipe (in all sizes from 6-inch up) for the
. 8ix quarters ended Sepﬁember'BO, 1949, This is at the annual rate of 1,390,000
tons. It appears that approximately 1,020,000 tons of pipe, of line pipe sizes
(all sizes from 6-inch up), were delivered in the calendafvyear 1948 for uses of
natural gas pipe lines (géthering and transmission lines). Of this total, approxi=
- mately 715,000 tons Qefe used in the construction of natural gas projects which had
been approved by the FPC, and BOS,OOO'tohs’in natural gas projects over which the
‘FFC did not have jurisdict}on. The total line pipe produced in all sizes from
6-inch up’ﬁas appro#imgtely 2,220,000 tons, of which perhaps 1,200,000 tons were
used for oil pipe lines, distribution lines Within'city gates, water lines, re-
finery pipiné, export, etc. |

‘The following is a summary for the calendar year 1948 for all sizes_of

line pipe from 6-inch up:

Total Production 2,220,000 tons
Delivered for Natural Gas Projects 1,020,000 tons
Interstate Projects 715,000 tons
Intrastate Projects 305,000 tons
Balance for All Other Purposes 1,200,000 tons

March, 1948, Estimate of Requirements
of Natural Gas Industry on Annual Basis 1,390,000 tons

Delivered to Natural Gas Industry ' 1,020,000 tons
Deficiency on Annual Basis : 370,000 tons

Steel Requirements - 1949

A review of the March 1948 estimates of the 1949 requirements was made
by (1) conmtacting a few of the larger natural gas pipe line companies to get their
~ideas of the availability of large diameter (16-inch and over) line pipe and of

small diameter (6-inch to 1lli-inch) line pipe, based on their experience in
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negotiating for the purchase of pipe tonnage; (é) céhtaéting'repfesentatives of
pipe manufacturers' and (3) studjlng the Federal Power Comm1581on releases on pro-
Jects approved by that Lommlsblon, and on projects before the Comm1531on for certl-
ficates of convenience and necesslty, Pormal contacts of all of the natural gas
cbmpaniés, such as were used in thé preparation of the original estimate of March,
l9h8 were not used. | | |

Projects approved by the Federal Power Comm1831on but not completed,
prinéipally because of the shortage of large diameter line pipe, require an
estimated 1,200,000 tons of pipe in addition to the pipe already delivered as of
December 31; 1948, For uses in gatherlng lines in produ01no fields to supply gas
for these llnes, and for other intrastate progects not subgect to FPC Jurlsdlct ilon,
it is estimated that 500,000 tons»of 1ine plpe is now required, making a total
current requirement of alout 1,700,000 tdns. In addition to projects épproved up
to Deéembef 31; 1948, there are now filed'with the FPC requests for certificates of
convenience and necessity covering projects with an estimated totél requirément of
some 2,600,000 tons. The gathering liﬁes tovsupply.these main trunk 1ihes, élong
with other‘intrastate projects, are currently estimated at 750,000 tons. A summary

of the above is as follows:

Projects Approved by FPC as of Dec. 31, 19u8 1,200,000 tons
Intrastate Projects 500,000 tons
Total | | | | 1,700,000 tons
Projects Pending before FPC, Dec. 31, 1948 2,600,000 tons
Resulting Intrastate Projects 750,000 tons
Total Pending Projects 3,350,00C tons
Total of Above | 5,050,000 tons

Attention is directed to the fact that certificates for some of the
pending projects may be refused by FPC and also that some requests for certificates

may be withdrawn, as in at least two instances it appears from the FPC filings that
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requests for certificates have been filed which would duplicate service to the same
markets., The estimated tonnage quoted abovgris for all of the projects filed, and
no effort has been made to predict the outcsme of the requests for certificates nor
to predict the construction schedules of the companies making applications if their
requests are granted. However, the above figures indicate a requirement at least
as large as that estimated in the March 1948 report. In view ofvthe scheduled 1359
pipe production, it appears that the demand for steel pipe for natural gas will not
be met in full. It also appears that the greater part of pipe tonnage represented
in the applications will eventually be required.

Supply and Distribution

It appears now that line pipe in sizes 6" to 1L" will berome more readily
available in 1949, and supply and distribution problems will be less critical. For
the 1arger sizes, however, the indicated shortage will probably be reflected in
continuing difficulties in obtaining these materials.

The anticipated output of line pipe, while substaniially higher than in
1948, will not be equal to the combined 1949 demand for producing.activities and
0il lines plus the entire amount required for completion of all gas transmission
lines now approved by F.P.C. However the amount available for gas transmission

lines should allow construction at a considerable higher rate than in 1948,

AMERICAN-OVNED FORBEIGN OPERATIONS

At the begimning of 1948 foreign crude oil production was less than foreign
consumption of products. By the end of i9h8, due to the intensive effort to increase
producing capacity, production reached a level above foreign product consumpticn ip
spite of increases in the latter. At the end of 1948 a coﬁsiderable amount of
foreign production was shutback for lack of outlet and the rate of increase in .

development of new productive capacity began to taper off.,
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Foreign refining capacity is still inadequate to provide for foreign
consumption of products and there has been no decrease in the rate of installation
of new foreign refining capacity.

Steel Requirements - 1949

At the request of the Committee, the 0il and Gas Division of the Depart-
ment of Interior submitied a gquestionnaire to all American owned oil companies
operating abroad (50% or more American capital), concerning their steel require-
ments abroad for 16.9. The consolidated totals were made available by the Division.
Appendix Table D shows ﬁhese estimates, rounded off to the nearest %OO tons, come
pared with the estimates submitted in the March 1948 report. It will be recalled
that the original estimates were for the first three quarters of 19L9. For the
purpose of comparison, these have been converted to-annual rates.

The present estimates for 1949 are lower by 16% or 183,500 tons of total
steel. By areas this was 114,600 tons (25%) in the Western Hemisphere and 68,900

tons (9.1%) in the Eastern Hemisphere. By categories, the latest estimates are

lower by the following amountss

“Short Tons %
0il Country Tubular Goods 21,800 - 10.3
Line Pipe (Under 16") 24,200 1.2
Line Pipe (16" and Over) 16,200 7.1
Steel, ALl Others 121,300 22.8

It is also of interest to note -that the present estimate of 1949 require-
ments is 194,600 tons (16.9%) less than the original estimate for the year 1948
(converting the estimates for the second, third and fourth quarters of that year
to annual rates).

Supply and Distribution

The Subcommittee is not aware of any present or future difficulties in
obtaining the steel materials needed by American owned foreign oil companies to
carry out their planned operations, Such difficulties as occurred in 19L8 were

principally the result of delays in authorizing export licenses.
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APPENDIX TABLE A

ESTIMATED STREL REQUIREMENTS FCOR DCUESTIC QII, AND GAS DRILLING,
DEVELORJENT, AND PRODUCTLON OPERAT IONS '
(Includes Requirements of Manufacturers for Producing
0il Field Equipment and Materials)
(Short Tons)

Ttem : Year 1949

2k

, | 1st 0. 2nd 0, prd . D8R Q. Total
Qil Country Tubular Goods: ‘
Carbon : 261,000 309,000 345,000 312,000 1,227,000
Alley __ 58,000 69,000 77,000 70,000 274,000
Subtotal 319,000 375,000 122,000 382,000 1,501,000
Line Pipe, etcs
Carhon 76,000 . $0,000 100,700 91,000 357,700
Mloy 6,900 5,200 9,100 8,200 32,400
Subtotal 82,900 98,200, 109,800 99,200 350,100
All Other Steel:
Bars, cold and hot rolled LL,700 52,800 59,000 53,300 209,800
Tngots, billets 10,800 43,300 53,800 48,700 191,600
Plate 21,000 211,900 27,700 25,000 98,600
Sheet and Strips 27,800 33,000 36,700 33,200 130,700
Castings 18,200 21,600 2L,000 21,700 85,500
Structural Shapes 19,600 23,200 25,900 23,400 92,100
Rails 350 410 L60 420 1,6L0
Tin Flates 220 | 260 285 260 1,025
Wire Rod and Vire 1,000 4, 700 5,250 ), 750 18,700
Subtotal , 176,870 209,170 233,095 210,730 829,665
Grand Total - A1l Steel 578,570 685,370 76L,895 691,930 2,720,765
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( APPENDIX TABLE B

INDICATED SUPPLY OF STE:L TUBULAR GOODS
FOR THE '

o ampeaams i

(Thonsands of Short Tons)

Bstimated Indicated New Supply
Exports of of 0il Country Tubular

___ DOMESTIC ANWUAL PRCDUCTION 0il Country Goods for Domestic Use
0il Country Steel ' Tubular Tons /1000 Ft.

Year Tubular Goods Line Pipe Total Exports  {oods Total “Driiled- .
1938-h1 1,041 737 1,778 128 6l 977 10.5
19h2-15 Byl 1,001 1,845 177 &8 786 10.2
1946 1,095 9Tk 2,069 180 7 1,018 10.1
1947 1,410 1,476 2,836 - 130 1,280 11.3

, 1518 1,679 % 2,221 3,896 = 160 1,515 11.2

| 19L9 Est, 1,803 ¢ 2,554 4,357 - 100 1,703 12,7

% Probably includes about 160,000 tons of conversion pipe.

Source: American Iron and Steel Institute and U. 5. Depbt. of Commerce
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APPENDIX TABLE C

ESTIMATED STEEL REQUIREMENTS FOR NATURAL GAS, PRESSURE MAINTENANCE

AND GAS CONSERVATION PLANTS AND PROCESSING EQUIIMENT

(In Short Tons)

dbem
' ‘ 19kh9 4
st otr. 2nd Qir. Jrd otre, GEh QY. Tohal
Line Pipe 69,35L 80,016 £6,680 42,675 258,725
All Other Steel: .
Bars, cold and hot rolled h,281 L,939 4,116 2,634 15,970
Ingots, Billets 3,867 L, b6l 3,718 2,379 14,428
Plate 2l,029 27,723 23,103 14,786 89,6hi
Sheet & Strip 304 350 292 187 1,133
Castings 31,073 35,849 29,874 19,120 115,916
Structural Shapes ,212 h,ééo 4,050 2,592 15,714
Rail , 1 1,8 Lo 26 155
Tin Plate 925 1,068 889 569 3,451
Vire Rod & Vire 14 16 13 8 £l
Sub-Total 68,746 79,31k 66,095 42,301 256,456

GRAND TOTAL ALL STESL 138,100 159,330 132,775 64,976 515,181
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APPENDIA TABLE D

ESTTwATED FOREIGN PETROLEUM STEEL RECUIREMENTS

AMERICAN OVNED COMPANIES - (504 OR MORE AMERICAN CiPITAL)

Calendar Year 1949

.......... SHORT TONS = = w v wr = un

Estimate /. Hemisphere &, Hemisphere Total

1. 0il Country Steel Tubular :
Goods : A 138,500 50,400 188,900
(Seamless & Vielded, Carbon &
Alloy Casing, Tubing &

Drill Pipe) B 161,900 48,800 210,700
2. Line Pipe: 16" 0.D.) A 74, 700 71,800 146,500
Seamless and Yelded B 811,000 86,700 170,700
3. Line Pipe: (16" and Over) A 20,700 192,300 213,000
Seamless and "elded B 33,500 195,700 229,200

L. STEEL, ALL OTHER:
(Include- all semi-finished steel

mill products (except tubular A 97,600 313,900 411,500
above) such as Bars, Rods, ‘
Plate, Sheets, Shapes, etc., B 166,700 366,100 532,800

also include all towers, tanks,
and vessels)

i 331,500 628,400 959,900
TOTALS B .uhéiloo 697,300 1,113,400

A - Present estimate from consolidated guestionnaires submitted to companies by
0il & Gas Division, February 19L9.

B - Former estimate from foreign Steel Sub-committee Report of February 28, 1948,




